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UNCLAS THE HAGUE 3165 

PASS TREASURY AND FRB 

E.O. 11652: N/A 
TAGS: EFIN, NL 

SUBJECT: DUTCH CENTRAL BANK MOVES TO CURB INFLATION 

1. DUTCH CENTRAL BANK ANNOUNCED TODAY TWO RELATED MEASURES 
AIMED AT REDUCING CURRENT RATE OF INFLATION ESTIMATED AT 
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2. ANNOUNCED FIRST WAS AGREEMENT BETWEEN CENTRAL BANK AND 
COMMERCIAL BANKS ON INTRODUCTION OF MINIMUM LIQUIDITY RESERVE 
RATIO OF 8 PERCENT FOR DOMESTIC SHORT-TERM FUNDS AND 7 PERCENT 

FOR LONG-TERM FUNDS DURING PERIOD JULY 19 - AUGUST 25 INCLU- 
SIVE. ANNOUNCEMENT ADDED THAT RATIO FOR SHORT-TERM FUNDS MAY 
BE GRADUALLY INCREASED IN MONTHLY INCREMENTS TO MAXIMUM OF 
14 PERCENT BUT THAT RATIO FOR LONG-TERM FUNDS WILL PROBABLY REMAIN 

AT 7 PERCENT. 

3. BANK ANNOUNCED ON AFTERNOON JULY 17 THAT CENTRAL BANK 
DISCOUNT RATE HAS BEEN RAISED FROM 5 TO 6 PERCENT EFFECTIVE 
JULY 18. THIS IS THIRD INCREASE IN PAST 6 WEEKS AS RATE WAS 
RAISED TO 4.5 PERCENT ON JUNE 1 AND TO 5 PERCENT ON JUNE 28. 

4. WHILE PRIMARY AIM OF DISCOUNT RATE INCREASE IS CLEARLY TO 
COUNTER INFLATION IT MAY ALSO HAVE SIDE EFFECT OF REDUCING RATE 
OF DECLINE IN SPECULATIVE SHORT-TERM GUILDER POSITIONS WHICH HAS 
FORCED CENTRAL BANK TO INTERVENE RATHER HEAVILY IN SUPPORT OF 
GUILDER IN RECENT WEEKS. 
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